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the beginning and end of the account-
ing period.

(2) The State must also agree to use
accounting, audit, and fiscal proce-
dures conforming to generally accepted
government accounting standards as
these are promulgated by the Govern-
mental Accounting Standards Board.
Generally accepted government audit-
ing standards are usually defined as,
but not limited to, those contained in
the U.S. General Accounting Office
(GAO) publication ““Government Audit-
ing Standards’’ (1988 revision).

(i) Recipient accounting and auditing
procedures. The State must agree to re-
quire recipients of SRF assistance to
maintain project accounts in accord-
ance with generally accepted govern-
ment accounting standards as these are
promulgated by the Government Ac-
counting Standards Board. These ac-
counts must be maintained as separate
accounts.

() Annual report. The State must
agree to make an Annual Report to the
RA on the actual use of the funds, in
accordance with section 606(d) of the
Act.

§35.3140 Environmental review re-
quirements.

(a) Generally. The State must agree
to conduct reviews of the potential en-
vironmental impacts of all section 212
construction projects receiving assist-
ance from the SRF, including nonpoint
source pollution control (section 319)
and estuary protection (section 320)
projects that are also section 212
projects.

(b) NEPA-like State environmental re-
view process. Equivalency projects must
undergo a State environmental review
process (SERP) that conforms gen-
erally to the National Environmental
Policy Act (NEPA). The State may
elect to apply the procedures at 40 CFR
part 6, subpart E and related subparts,
or apply its own “NEPA-like” SERP
for conducting environmental reviews,
provided that the following elements
are met.

(1) Legal foundation. The State must
have the legal authority to conduct en-
vironmental reviews of section 212 con-
struction projects receiving SRF as-
sistance. Such authority and sup-
porting documentation must specify:
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(i) The mechanisms to implement
mitigation measures to ensure that a
project is environmentally sound;

(ii) The legal remedies available to
the public to challenge environmental
review determinations and enforce-
ment actions;

(iii) The State agency primarily re-
sponsible for conducting environ-
mental reviews;

(iv) The extent to which environ-
mental review responsibilities will be
delegated to local recipients and will
be subject to oversight by the primary
State agency.

(2) Interdisciplinary approach. The
State must employ an interdisciplinary
approach for identifying and miti-
gating adverse environmental effects
including, but not limited to, those as-
sociated with other applicable Federal
environmental authorities.

(3) Decision documentation. The State
must fully document the information,
processes and premises that influence
decisions to:

(i) Proceed with a project contained
in a finding of no significant impact
(FNSI) following documentation in an
environmental assessment (EA);

(if) Proceed or not proceed with a
project contained in a record of deci-
sion (ROD) following preparation of a
full environmental impact statement
(EIS);

(iii) Reaffirm or modify a decision
contained in a previously issued cat-
egorical exclusion (CE), EA/FNSI or
EIS/ROD following a mandatory 5 year
environmental reevaluation of a pro-
posed project; and

(iv) If a State elects to implement
processes for either partitioning an en-
vironmental review or CE from envi-
ronmental review, the State must simi-
larly document these processes in its
proposed SERP.

(4) Public notice and participation. (i)
The State must provide public notice
when a CE is issued or rescinded, a
FNSI is issued but before it becomes ef-
fective, a decision issued 5 years earlier
is reaffirmed or revised, and prior to
initiating an EIS.

(ii) Except with respect to a public
notice of a categorical exclusion or re-
affirmation of a previous decision, a
formal public comment period must be
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provided during which no action on a
project will be allowed.

(iii) A public hearing or meeting
must be held for all projects except for
those having little or no environmental
effect.

(5) Alternatives Consideration. The
State must have evaluation criteria
and processes which allow for:

(i) Comparative evaluation among al-
ternatives including the beneficial and
adverse consequences on the existing
environment, the future environment
and individual sensitive environmental
issues that are identified by project
management or through public partici-
pation; and

(ii) Devising appropriate near-term
and long-range measures to avoid, min-
imize or mitigate adverse impacts.

(c) Alternative State environmental re-
view process. The State may elect to
apply an alternative SERP to non-
equivalency section 212 construction
projects assisted by the SRF, provided
that such process:

(1) Is supported by a legal foundation
which establishes the State’s authority
to review section 212 construction
projects;

(2) Responds to other environmental
objectives of the State;

(3) Provides for comparative evalua-
tions among alternatives and account
for beneficial and adverse consequences
to the existing and future environ-
ment;

(4) Adequately documents the infor-
mation, processes and premises that in-
fluence an environmental determina-
tion; and

(5) Provides for notice to the public
of proposed projects and for the oppor-
tunity to comment on alternatives and
to examine environmental review docu-
ments. For projects determined by the

State to be controversial, a public
hearing must be held.
(d) EPA approval process. The RA

must review and approve any State
“NEPA-like” and alternative proce-
dures to ensure that the requirements
for both have been met. The RA will
conduct these reviews on the basis of
the criteria for evaluating NEPA-like
reviews contained in appendix A to this
part.

(e) Modifications to approved SERPs.
Significant changes to State environ-
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mental review procedures must be ap-
proved by the RA.

§35.3145 Application of other Federal
authorities.

(a) Generally. The State must agree
to comply and to require all recipients
of funds ‘“‘directly made available by”’
capitalization grants to comply with
applicable Federal authorities.

(b) Informing EPA. The State must in-
form EPA when consultation or coordi-
nation by EPA with other Federal
agencies is necessary to resolve issues
regarding compliance with those re-
quirements.

(c) Civil Rights laws. All programs,
projects and activities of the State cap-
italization grant recipient must be in
compliance with the Civil Rights Act
of 1964, as amended, 42 U.S.C. 2000d et
seq., section 504 of the Rehabilitation
Act of 1973, as amended, 29 U.S.C. 794
and section 13 of the Federal Water
Pollution Control Act Amendments of
1972, Public Law 92-500.

(d) MBE/WBE requirements. Require-
ments for the participation of minority
and women owned businesses (MBE/
WBEs) will apply to assistance in an
amount equaling the grant. To attain
compliance with MBE/WBE require-
ments, the RA will negotiate an overall
“fair share’ objective with the State
for MBE/WBE participation on these
SRF funded activities. A fair share ob-
jective should be based on the amount
of the capitalization grant award or
other State established goals. The
State may accomplish its fair share ob-
jective by requiring certain equiva-
lency projects to undertake affirmative
steps that will include the following:

(1) Including small, minority and
women’s businesses on solicitation
lists;

(2) Assuring that small, minority and
women’s businesses are solicited when-
ever they are potential sources;

(3) Dividing total requirements, when
economically feasible, into small tasks
or gquantities to permit maximum par-
ticipation by small, minority and wom-
en’s businesses;

(4) Establishing delivery schedules,
when the requirements of the work per-
mit, which will encourage participa-
tion by small, minority and women’s
businesses;
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